
DOCKgfEU pp I

vs,

COMMISSIONERS
MIKE GLEASON . Chair

WILLIAM A. MUNDE.
JEFF HATCH-MILLE
KRISTIN K. MAYES

GARY PIERCE

.tiff 4. t.=', 'a

9 .,;8*' 9.2;

- 1 '  13.91. I \.,

. xi i Executive IJll':\,¢.vl

lllllHIIIIIIIIIIIIIIIII
0000079362

22

ARIZONA CORPORATION COMMISSION

Arizona Corporation Commission

DOCKETED
DATES DECEMBER 4, 2007

DEC -4 2001

DOCKET NO: W-01431A-07-0547

TO ALL P ARTIES  :

Enclosed please  find the  recommendation of Adminis tra tive  Law Judge  Jane  Rodder.
The  recommendation has  been filed in the  form of an Opinion and Order on:

VALLE VERDE WATER COMP ANY
(EMERGENCY RATES /FINANCE)

Pursuant to A.A.C. R14-3-110(B), you may file  exceptions  to the  recommenda tion of
the  Adminis tra tive  Law Judge  by filing an origina l and ten (10) copies  of the  exceptions  with
the  Commission's  Docke t Control a t the  address  lis ted be low by 4:00 p.m. on or be fore :

DECEMBER 13, 2007

The  e nclose d is NO T a n orde r of the  Commis s ion, but a  re comme nda tion of the
Adminis tra tive  Law Judge  to the  Commissioners . Considera tion of this  matte r has te nta tive ly
been scheduled for the  Commission's  Working Session and Open Meeting to be  he ld on:

DECEMBER 18, 2007 a nd DECEMBER 19, 2007

For more  informa tion, you ma y conta ct Docke t Control a t (602) 542-3477 or the
He a ring Divis ion a t (602)542-4250. For informa tion a bout the  Ope n Me e ting, conta ct the
Executive  Secre ta ry's  Office  a t (602) 542~3931.
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EXECUTIVE DIRECTOR
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BEFORE THE ARIZONA CORP ORATION COMMIS S ICN

MIKE GLEASON - Chainman
WILLIAM A. MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES
GARY PIERCE

IN THE MATTER OF THE APPLICATION OF
VALLE VERDE WATER COMPANY FOR
IMPLEMENTATION OF AN EMERGENCY
SURCHARGE AND REQUEST FOR ACCESS TO
WATER INFRASTURCTURE FINANCE 4
AUTHORITY FUNDS.

DOCKET NO. W-01431A-07-0547

DECISION NO.

OPINION AND ORDER

November 15, 2007

Tucson, Arizona

Jane L. Rodder

Commissioner William A. Mundell
Commissioner Kristen K. Mayes

S te ve  We ne , on be ha lf of Southwe s t Utility
Management, inte rim manager of Valle  Verde
Water Co., and

Charles Hains, Staff Attorney, Legal Division on
behalf of the Utilit ies Division of the Arizona
Corporation Commission.

BY THE COMMISSION:

* * * * * * * * * *

1

2 COMMISSIONERS

3

4

5

6

7

8

9

1 0

11 DATE OF HEARHG:

12 PLACE oF HEARING:

13 ADMINISTRATIVE LAW JUDGE:

14 Ev ATTENDANCE:

1 5

16 APPEARANCES:

1 7

1 8

1 9

2 0

2 1
Having considered the entire record herein and being fully advised in the premises,  the

i i Arizona Corporation Commission ("Commission") finds, concludes, and orders that:

24
On September  24,  2007,  Southwest  Utilit ies Management ("SUM"),  the inter im

25 manager of Valle Verde Water Co., ("Valle Verde" or "Company") filed an application on behalf of

26 Valle Verde for  emergency rate relief and for  authority to access the small water  system fund

21 administered by the Water Infrastructure Finance Authority ("WIFA") pursuant to A.R.S. § 49-355.

FINDINGS OF FACT
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1

3

4

5

6

7

8

9

10

By Procedura l Order da ted October 11, 2007, the  Commiss ion convened a  Procedura l

2 Conference on October 16, 2007, to discuss procedures and to schedule  a  hearing.

On Octobe r 16, 2007, S UM file d a dditiona l informa tion in s upport of its  a pplica tion,

describing some  of the  problems a ffecting the  sys tem and showing how it ca lcula ted the  need for its

proposed emergency surcharge of $1 .73 per 1,000 gallons of water sold.

By P roce dura l Orde r da te d Octobe r 17, 2007, the  ma tte r wa s  s e t for a  he a ring on

Nove mbe r 15, 2007, a t the  Commis s ion's  Tucs on office . The  Octobe r 17, 2007 P roce dura l Orde r

provided a  form of notice  and required SUM to have  the  notice  published in a  newspape r of gene ra l

circula tion within Va lle  Verde 's  se rvice  a rea  and to pos t the  notice  in a  public a rea  within the  se rvice

area. 1

1 1 On Nove mbe r 16, 2007, S UM file d a ffida vits  of publica tion, indica ting tha t it ha d the

12 notice  of the  he a ring publis he d in The  Noga le s  Inte rna tiona l on Octobe r 26, 2007, and November 2,

13 2007.

1 4 On Nove mbe r 9, 2007, the  Comlnis s ion's  Utility Divis ion S ta ff ("S ta ff") tile d its  S ta ff

15 Report, recommending approval of the  requested emergency surcharge .

7.1 6 A he a ring on the  e me rge ncy ra te  re que s t wa s  he ld on Nove mbe r 15, 2007, a t the

1 7

1 8

1 9

20

Commis s ion's  Tucs on office . S UM, re pre s e nte d by couns e l, offe re d the  te s timony of Ms . Bonnie

O'Conne r, a  Vice  P re s ide nt of S UM, a nd Mr. Edwa rd Ge ys e r, a  re gis te re d profe s s iona l e ngine e r

e mploye d by Engine e ring & Environme nta l Cons ulta nts . Mr. Ma rvin Mills a p te s tifie d on be ha lf of

S ta ff.

2 1

22

23

24

Valle  Ve rde  is  an Arizona  cla ss  D utility engaged in the  bus iness  of providing potable

wa te r se rvice  to a pproxima te ly 800 cus tome rs  in a n a re a  tha t is  a dja ce nt to a nd pa rtia lly within the

northe rn city limits  of Noga le s , Arizona , in Santa  Cruz County.

The  Commis s ion gra nte d Va lle  Ve rde  a  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity

25 ("CC&N") in De cis ion No. 28887 (April 27, 1955).

10.26 Va lle  Ve rde 's  curre nt ra te s  we re  se t by De cis ion No. 59554 (April l, l996).

27

28
1 A copy of the Procedural Order was  mailed to the  Noga les  Inte rna tiona l, a newspaper of genera l circula tion within
Valle Verde's  service area  which had run news s tories  about the Company in the pas t.

2.

3.

4.

5.

6.

8.

9.

2 DECISION NO.



*

DOCKET NO. w-01431A-07-0547

1 11.

3 12.

4

5

6

7

8

Valle Verde is currently owned by the Estate of William F. Randall, who had operated

2 the system for many years prior to his death.

Upon Mr. Randall's death, the system fell into financial and operation disarray and

became non-compliant with several Arizona Department of Environmental ("ADEQ") Rules. ADEQ

issued two Notices of Violation to Valle Verde on June 18, 2007, for exceeding the Maximum

Contaminant Level ("MCL") on three of its four active wells, failing to have a certificated operator,

failing to obtain an Approval to Construct for an interconnection with the City of Nogales, as well as

various monitoring failures. ADEQ has determined that the Valle Verde system is not delivering

water that meets the water quality standards required by the Arizona Administrative Code, Title 18,9

10 Cha pte r 4.

11 13.

12

13

14

15

16

17

18

19

20

21 14.

22

ZN

24 15.

25

26

Cm  Augus t 29, 2007, the  Com m is s ion is s ue d De cis ion No. 69882, a n Orde r to  S how

Ca us e  ("OS C"),  orde ring Va lle  Ve rde  to  a ns we r a lle ga tions  conce rning the  viola tion of Com m is s ion

Rule s  a nd dire cting S ta ff to a ppoint a n inte rim  m a nge r to ope ra te  the  s ys te m . In its  Com pla int,  S ta ff

a lle ge d; (l) tha t Va lle  Ve rde  fa ile d to  provide  pota ble  wa te r to  the  cus tom e rs ' point of conne ction in

viola tion  of A.A.C. R14-2-407(A); (2) tha t Va lle  Ve rde fa ile d to s upply a  s a tis fa ctory a nd continuous

le ve l o f s e rv ice  in  v io la tion  of A.A.C.  R14-2-407(C),  (3 ) tha t the  e quipm e nt a nd  fa c ilitie s  o f Va lle

viola te d A.A.C. R14-2-407(E) by providing wa te r a t a  pre s s ure  lowe r tha n 20 pounds  pe r s qua re  inch

to s ome c u s to m e rs ,  a n d  (5 ) th a t  Va lle  Ve rd e  v io la te d  A.A.C .  R 1 4 -2 -4 l0 (A)(3 ) b y d is c o n tin u in g

wa te r s e rvice s  to cus tome rs  for non-pa yme nt of City of Noga le s  s e we r bills .2

The  Com m is S ion e nte re d into a n a gre e m e nt with S UM to a c t a s  the  inte rim  m a na ge r

of Va lle  Ve rde . S UM ha s  be e n ope ra ting the  s ys te m  a s  inte rim  m a na ge r,  purs ua nt to  a n a gre e m e nt

with the  Commiss ion, s ince  S e pte mbe r, 2007.

Th e  C o m p a n y o p e ra te s  two  wa te r s ys te m s  th a t  a re  lo c a te d  o n  o p p o s ite  s id e s  o f

Inte rs ta te  19 ("I-l9"),  a nd which a re  not inte rconne cte d. Although the  Com pa ny ha s  te n we lls ,  not a ll

of the m  a re  on-line  a nd ope ra ting  or conne c te d  to  the  m a in  d is tribution  s ys te m s .  The  la rge r of the

27

28

z At the October 16, 2007 Procedural Conference, Staff recommended that with the appointment of the interim manager,
no further immediate action on the OSC is required, as the interim manager is working to resolve the alleged violations
that lead to the OSC.

3 DECISION NO.
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l

2

3

1 6 .

5

6

two sys te ms  is  s e rve d by thre e  we lls  -. We ll Nos . 2, l, a nd 4, with two a dditiona l we lls -We ll Nos . 7

and 8, having been off-line  and non-ope ra tiona l for some  time . This  portion of the  sys te m which is

east of 1-19, serves approximately 700 connections

We ll Nos . 2 , l a nd 4 a re  conta mina te d with  te tra chloroe thyle ne  ("P CE") a nd a re

cons e que ntly out of complia nce  with  ADEQ Rule s  on  a ccount of e xce s s ive  Vola tile  Orga nic

Compounds  ("VOCs "). We ll Nos . 2 a nd l a re  off-line , a nd We ll No. 4 is  on-line  for non-pota ble

7 purpos e s  only. To provide  wa te r to thos e  cus tome rs  forme rly s e rve d by We ll Nos . l a nd 2, Va lle

8 Ve rde  ha s  e s tablished a  connection with the  City of Noga le s  and purchase s  wa te r from the  City. The

9

1 0

Compa ny provide s  bottle d wa te r for drinking purpose s  to the  a pproxima te  12 cus tome rs  se rve d by

We ll No. 4

11 The  sys tem on the  wes t s ide  of 1-19, with approxima te ly 70 connections , is  se rved by

12 We ll Nos . 5 a nd 6. We ll Nos . 5 a nd 6 do not s uffe r from VOCs , but a re  a ffe cte d by a rs e nic. We ll

1 7 .

1 3 No. 5 reported an a rsenic concentra tion of 9 ng/1 and Well No. 6 reported an a rsenic concentra tion of

1 4 13 pg/1 in re ce nt te s ts The  U.S . Environme nta l P rote ction Age ncy ("EP A") ha s  e s ta blis he d a n

1 5

1 6

1 7

1 8

a rse nic ma ximum conta mina nt le ve l ("MCL") in drinking wa te r of 10 ug/1. Eve n though We ll No. 5

is  be low the  a llowe d MCL, it is  a pproa ching the  limit a nd mos t like ly doe s  not ha ve  s ufficie nt

ca pa city to a llow the  Compa ny to ble nd the  two source s  to a chie ve  long-te rm complia nce  with the

a rse nic MCL

In a ddition, the  Compa ny's  We ll No..3 doe s  not ha ve  a ny VOC or a rse nic proble ms

20 but it is  not pa rt of the  ma in s ys te m, a nd only s e rve s  a  s ta nd-a lone  pocke t of a pproxima te ly 20

21 conne ctions . We ll No. 9 curre ntly s e rve s  a  toma to pa cking pla nt, a nd is  conta mina te d with VOCs

1 9 1 8

23

24

25

26

22 and is not approved as a  potable  source

19. Mr. Ge ise r te s tified tha t the  ADEQ supe rfund and Wate r Qua lity Assurance  Revolving

Fund ("WQARF") a re  a ssess ing having the  a rea  decla red a  superfund s ite . Mr. Geyse r te s tified the re

ma y be  WQARF funds  a va ila ble  to a s s is t with cle a ning up the  VOCs . The  Compa ny will like ly look

to WIFA for funding to address  the  a rsenic problem

Va lle  Ve rde  is  loca te d in Arizona  De pa rtme nt of Wa te r Re source s ' ("ADWR") S a nta20.

28 Cruz  Active  Ma na ge me n t Are a  ("AMA"). Th e  Co mp a n y is  in  co mp lia n ce  with  th e  AMA's

DECIS ION NO
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2

4

5

6

7

l monitoring and reporting requirements .

21. Be twe e n S e pte mbe r 17 , 2007, a nd Nove mbe r 5 , 2007, Va lle  Ve rde  ha s  ha d  to

3 purchase  14,030,400 ga llons  of wa te r from the  City of Noga les  a t a  cos t of $35,47l.61.

22. Ba s e d on its  curre ntly a pprove d ra te s , for the  pe riod S e pte mbe r 17, 2007 through

Nove mbe r 5, 2007, Va lle  Ve rde  wa s  be e n a ble  to cha rge  its  e nd us e rs  $17,351.49 for the  wa te r

purchased from the  City of Noga les , resulting in a  de ficit of $18,120.12 from wate r purchases  a lone .

23. From J a nua ry 2007, until S e pte mbe r 2007, the  Compa ny ha d purcha s e d wa te r

expenses of $68,744.

24. The  Compa ny re ports  tha t curre ntly it owe s  the  City of Noga le s  a pproxima te ly $36

10 thousand for past water purchases.

25. The  PCE contamina ted wells  and the  resultant need to purchase  wate r from the  City of

8

9

11

12 Noga le s  is  ca us ing a  gre a t s tra in on the  Compa ny's  fina ncia l condition, but in a ddition, the  Va lle

13 Verde  sys tem is  aging and suffe rs  from numerous  infras tructure  deficiencies  and is  incurring frequent

14 and subs tantia l repa ir cos ts .

S UM s ta te s  tha t Va lle  Ve rde  curre ntly ha s  Accounts  P a ya ble  tota ling a pproxima te ly15 26.

16 $120,000.

17

18

19

20

21

22

23

27. SUM made  its  bes t de te rmina tion of the  revenues  and expenses  of the  Company from

January through September 2007, and prob ected revenues and expenses for the remainder of the year.

SUM estimates tota l annual revenue for the  year 2007 to be  $233,796 and tota l expenses of $399,006,

re sulting in an ope ra ting de ficit of $165,210. Based on projected annua l wa te r sa le s  of 100,418,000

gallons, the  Company is  requesting an emergency surcharge  of $1.73 per 1,000 ga llons of water sold.

Based on his toric sa les , the  requested emergency surcharge  would result in additiona l annual revenue

of$173,723.14.

28.24

25

26

27

28

The  Company's  reques ted surcha rge  would increase  the  commodity cha rge  for 1,00 l

to 8,000 ga llons  of usa ge  to $3.03 pe r 1,000 ga llons  a nd incre a se  the  commodity cha rge  for more

than 8,000 ga llons  of usage  to $3.20 per 1,000 ga llons . Based on an average  usage  of 8,190 ga llons ,

with the  s urcha rge , the  typica l re s ide ntia l cus tome r's  monthly bill would incre a s e  from $21.67 to

$35.83, an increa se  of$l4.l6, or 65.34 pe rcent.

5 DECIS ION NO.
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1 29.

2

3

4

5

6

SUM sta tes  tha t its  priority for the  use  of the  additiona l revenues  is  to keep the  sys tem

ope ra ting by making necessa ry repa irs , and to remedia te  the  VOC problem. The  Company be lieves

tha t once  the  VOCs a re  addre ssed, the  a ffected we lls  should have  adequa te  production capacity to

e limina te  wa te r purchases  from the  City of Noga les . If the re  a re  any liunds  remaining a fte r necessa ry

repa irs  and correcting the  wa te r qua lity problems, SUM s ta te s  tha t it would apply the  funds  to paying

down the  outs ta nding a ccounts  pa ya ble . S UM be lie ve s  tha t re me dying the  a rs e nic le ve ls  in We ll

7 Nos . 5 a nd 6 is  a  lowe r priority be ca use  it doe s  not pre se nt a n imme dia te  thre a t to the  he a lth a nd

8 s a fe ty o f the  e nd  us e rs .

9 30.

1 0

1 1

1 2

13

1 4

15

16

17

Valle  Verde 's  enginee rs  have  pre limina rily s tudied ways  to trea t the  VOC and a rsenic

problems. Because  the  eas t and west sys tems a re  on opposite  s ides  of 1-19, inte rcomiecting them to

use  ble nding to re me dy e ithe r the  VOC or a rse nic proble ms  a ppe a rs  to be  prohibitive ly e xpe ns ive .

The  Company has  inves tiga ted diffe rent means  to trea t the  VOCs, including inte rconnection with the

wes te rn sys tem, inte rconnecting with Well No. 3, and upgrading tha t we ll s ite  to include  s torage  and

a  boos te r pump to  provide  a  me a ns  to  s upply the  ma in s ys te m, drilling a  ne w we ll tha t would

pe ne tra te  be low the  VOC conta mina te d a cquire r, a nd ins ta lling we llhe a d tre a tme nt fa cilitie s  to

remove  the  VOCs a t one  or more  of the  we lls . The  Company appea rs  to favor we llhead trea tment a s

the  most cos t-e ffective  method to dea l with the  VOC contamina tion.

18 31. The  Compa ny dis cus s e d two me thods  for tre a ting the  VOCs  a t the  we llhe a d. One

1 9

20

2 1

22

23

24

25

26

27

me thod involve s  utilizing a n a ir s trippe r unit, a nd the  othe r involve s  us ing gra nula te d a ctiva te d

ca rbon absorption. The  remova l plan would involve  the  ins ta lla tion of a  140,000 ga llon s torage  tank

a nd a  250 rpm boos te r pump s ta tion. The  Compa ny ha s  ide ntifie d We ll Nos . 2 a nd 9 a s  poss ible

s ite s  for the  tre a tme nt fa cilitie s . The  Compa ny wa nts  to tre a t the  VOCs  a t two s ite s  to provide  for

redundancy. However, currently, the  Company does  not own Well No. 9, and is  in negotia tions  about

a cquiring this  s ite . The  Compa ny provide d informa tion to S ta ff tha t indica te d the  cos t of the  a ir

s trippe r fa cilitie s  would be  a pproxima te ly $380,000 a nd the  a ctiva te d ca rbon unit would cos t

approximate ly $550,000.

At the  he a ring, the  consulting e ngine e r, Mr. Ge is e r, te s tifie d tha t the  initia l cos ts  of

28 the  two me thods  of we llhead VOC trea tment would have  s imila r initia l inves tment cos ts , but tha t the

32.

6 DECISION NO.
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1

2

3

4

ope ra ting cos ts  of the  a ir s tripping me thod would be  le s s . At tha t time  he  indica te d tha t his  ve ry

pre limina ry e s tima te  of the  initia l inve s tme nt to tre a t the  VOCs  would be  a pproxima te ly $300,000.

Mr. Ge ise r be lieves  tha t once  agreement is  reached with WQARF, the  Company could begin trea ting

the  VOCs in about five  months .

5 33.

6

7

The  Company pre liminarily es timates  tha t trea ting the  a rsenic tha t plagues  the  weste rn

system, would cost approximate ly $250,000.

34. Ms . O'Conne r te s tifie d tha t without the  re que s te d e me rge ncy surcha rge  Va lle  Ve rde

8 would not be  a ble  to continue  ope ra ting.

9 35. Staff concurs tha t the  funds genera ted from the  surcharge  are  needed for the  Company

11 36.

10 to cons is tently supply wa te r when needed.

For the  pe riod prior to S UM's  involve me nt, Va lle  Ve rde 's  books  a nd re cords  a re  in

12 dis a rra y a nd incomple te .

37. SUM expects  to tile  a  pe rmanent ra te  applica tion and finance  applica tion on beha lf of1 3

1 4 Valle  Verde  as  soon as  it is  able  to ga ther sufficient and adequate  records  to support the  request. The

1 5 Compa ny e xpe cts  to file  a  fina nce  a pplica tion to s e e k a uthority to borrow funds  from WIFA for

1 6 system upgrades and for arsenic remediation equipment.

38 .1 7 S ta ff re comme nds  a pprova l of the  e me rge ncy ra te  incre a s e  a s  re que s te d by the

18 Company. S ta ff furthe r recommends  tha t:

19

20

(a ) the  e me rge ncy ra te s  be  inte nt,

(b) the  Company be  directed to file  within 30 days  of the  e ffective  da te  of this  Orde r, a

21 re vise d ra te  sche dule  re fle cting the  e me rge ncy ra te  incre a se  with Docke t Control, a s  a  complia nce

22 item in this  docke t,

23

25

(c) the  Company notify its  cus tomers  of the  revised ra te s , and the ir e ffective  da te , in a

24 form acceptable  to S ta ff, by means  of an inse rt in the  Company's  next regula rly scheduled billing,

(d) the  Compa ny file  a  full ra te  ca s e  no la te r tha n April 30, 2009, us ing a  te s t ye a r

26 ending December 31, 2008,

(e ) the  inte rim ra te s  be  subj e t to re fund pe nding the  de cis ion of the  pe rma ne nt ra te

28 case  and tha t the  Company be  required to post a  pe rformance  bond, or s imila r financia l ins tniment, of

27

7 DECIS ION NO.
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2

l $10.00 prior to implementing the  emergency ra te  increase  authorized in this  proceeding,

(f) the  Company file  a  curta ilment ta riff a s  soon a s  poss ible  but no la te r than 45 days

3 a fte r the  e ffective  da te  of the  fina l Decis ion and Orde r in this  ma tte r. The  ta riff sha ll be  docke ted as a

4

5

6

7

8

complia nce  ite m unde r this  docke t numbe r for the  re vie w a nd ce rtifica tion by S ta ff. S ta ff furthe r

recommends  tha t the  ta riff sha ll gene ra lly conform to the  sample  ta riff found on the  Commiss ion web

s ite . S ta ff re cognize s  tha t the  Compa ny ma y ne e d to ma ke  minor modifica tions  a ccording to its

specific management, operational, and design requirements as necessary and appropria te , and

(g ) the  Compa ny s e le c t the  a ir s trip  me thod  to  comply with  the  P CE re mova l

9 re quire me nt. 4

10 39. Ms . O'Conne r te s tifie d tha t the  Compa ny ha s  a lre a dy file d a  curta ilme nt ta riff for

11 Sta ff review.

12 40.

13

14

15

16

17

18

The  dea th of the  Company's  owner/ope ra tor, the  subs tantia l monthly ope ra ting de ficit

and the  la rge  expenditures  required on repa irs , in addition to the  investment needed to trea t the  VOCs

have  crea ted an emergency s itua tion. The  Company is  unable  to mee t its  monthly expenses  a s  they

be come  due . Without a dditiona l re ve nue  in the  s hort-te rm, Va lle  Ve rde  like ly will not be  a ble  to

continue  ope ra ting. We  rind tha t the  Company's  financia l and opera tiona l conditions  a re  such tha t its

ability to ma inta in se rvice  pending a  forma l ra te  de te rmina tion is  in se rious  doubt and cons titute s  an

emergency under Arizona  law.

41.19

21

22

23

24

Unde r the  circums ta nce s  re porte d he re in, the  Compa ny's  propos e d s urcha rge  is

20 rea sonably ca lcula ted to a llow the  Company to continue  providing se rvice .

42. The  financia l information presented in this  docke t concerning trea tment options  for the

VOCs  is  pre limina ry a nd we  do not find it prude nt or ne ce s sa ry to orde r the  Compa ny to e mploy a

pa rticula r me thod for tre a ting the  VOCe . S UM will be  working with WQARF to obta in the  funds

ne ce ssa ry to ins ta ll PCE tre a tme nt fa cilitie s , a nd ma y be  filing a  fina nce  a pplica tion with re spe ct to

this  is sue . S UM should continue  to ke e p S ta ff a ppris e d of the  s ta tus  of its  dis cus s ions  with ADEQ25

26

27

and WQARF concerning its  PCE remedia tion e fforts .

43. The  inte rim ma na ge r of Va lle  Ve rde  is  fa cing the  ne e d to ma inta in a n a ging sys te m

28 tha t is  expe riencing a  s ignificant number of breakdowns  and require s  subs tantia l upgrades . We  rind

8 DECIS ION NO.
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1

2

3

tha t S UM, a s  inte rim manager of Va lle  Ve rde , ha s  de mons tra te d tha t it re quire s  imme dia te  fina ncia l

ass is tance  te  make  repa irs  and rehabilita te  the  Va lle  Verde  sys tem in order to avoid an inte rruption in

wa te r se rvice  to Va lle  Verde 's  end use rs . We  be lieve  tha t SUM mee ts  the  crite ria  to access  the  small

5 CONCLUS IONS  OF LAW

6 Va lle  Ve rde  is  a  public s e rvice  corpora tion purs ua nt to  Article  XV of the  Arizona

7

S UM is  the  inte rim ma na ge r of Va lle  Ve rde  purs ua nt to  a uthority gra nte d by the2

9 Commis s ion

10 3 The  Commiss ion has  jurisdiction ove r Va lle  Verde , SUM, a s  inte rim manage r, and the

11

12

subject matte r of the  applica tion

Notice  of the  applica tion and hea ring was  provided in accordance  with the  law

Va lle  Ve rde  is  fa cing an emergency within the  de finition se t forth in Attorney Gene ra l

4

14  0p in ionNo.71-l7

S UM re quire s  the  a s s is ta nce  of the  sma ll wa te r sys te m fund a dminis te re d by WIFA1 5 6

17 area

1 8 7

19

The emergency ra te  increase  as  de tennined here in is  just and reasonable  on an inte rim

basis  and should be  implemented

20 8 The  re comme nda tions  s e t forth in Findings  of Fa ct No. 38, a s  modifie d he re in, a re

21 re a sona ble  a nd should be  a dopte d

22

25

26

27

IT IS  THEREFORE ORDERED tha t Va lle  Ve rde  Wa te r Compa ny's  a pp lica tion  fo r a n

ZN emergency inte rim surcharge  of $1.73 per 1,000 ga llons , as  described here in is  approved

IT IS  FURTHER ORDERED tha t on  or be fore  De ce mbe r 31 , 2007, Va lle  Ve rde  Wa te r

Company sha ll file  revised ta riffs  cons is tent with the  findings  he re in tha t a llow for a  $1.73 pe r 1,000

gallons interim emergency surcharge  as  a  separa te  line  item on the  bill

IT IS  FURTHER ORDERED tha t the  inte rim emergency surcha rge  sha ll become  e ffective  on28
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2

3

4

5

7

8

9

1 0

1 1

1 2

1 3

1 4

l Janua ry l, 2008.

IT IS  FURTHER ORDERED tha t Va lle  Ve rde  Wa te r Compa ny s ha ll ma il no tice  of the

a pprove d inte rim e me rge ncy surcha rge  to its  cus tome rs , in a  form a nd ma nne r a cce pta ble  to S ta ff,

within ten (10) days  of the  e ffective  da te  of this  Decis ion.

IT IS  FURTHER ORDERED tha t the  surcha rge  a pprove d he re in sha ll be  inte rim a nd subj e t

6 to refund pending resolution of the  required permanent ra te  case .

IT IS  FURTHER ORDERED tha t Va lle  Ve rde  Wa te r Compa ny sha ll file  a n a pplica tion for a

pennanent ra te  increase  no la te r than April 30, 2009, based on a  year end 2008 tes t year. Valle  Verde

Wa te r Compa ny ma y file  a  pe rma ne nt ra te  ca s e  s oone r tha n Ma rch 31, 2009, if it ha s  s ufficie nt

informa tion to support such filing.

IT IS  FURTHER ORDERED tha t Va lle  Ve rde  Wa te r Compa ny s ha ll obta in a  pe rforma nce

bond, or othe r comparable  financia l ins trument in the  amount of $10, and sha ll provide  the  origina l to

the  Commis s ion's  Bus ine s s  Office  for s a fe ke e ping a nd file  copie s  with the  Commis s ion Docke t

Control a s  a  compliance  item in this  docke t prior to cha rging the  inte rim surcharge .

1 5

1 6

1 7

18

19

20

2 1

22

23

24

ZN

26

27

28
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IT IS  FURTHER ORDERED tha t S outhwe s t Utilitie s  Ma na ge me nt is  a uthorize d to tile  a n

2 a pplica tion with the  Wa te r Infra s tructure  Fina nce  Authority for a cce s s  to the  s ma ll wa te r s ys te ms

IT IS FURTHER ORDERED that this Decision shall become effective immediately

BY ORDER OF THE ARIZONA CORPORATION COMMISSION
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